University of Mississippi

eGrove
Newsletters

American Institute of Certified Public
Accountants (AICPA) Historical Collection

2-2003

Practicing CPA, vol. 27 no. 2, February 2003
American Institute of Certified Public Accountants (AICPA)

Follow this and additional works at: https://egrove.olemiss.edu/aicpa_news
Part of the Accounting Commons, and the Taxation Commons

Recommended Citation
American Institute of Certified Public Accountants (AICPA), "Practicing CPA, vol. 27 no. 2, February 2003"
(2003). Newsletters. 1743.
https://egrove.olemiss.edu/aicpa_news/1743

This Book is brought to you for free and open access by the American Institute of Certified Public Accountants
(AICPA) Historical Collection at eGrove. It has been accepted for inclusion in Newsletters by an authorized
administrator of eGrove. For more information, please contact egrove@olemiss.edu.

The Practicing CPA
PCPS

THE AICPA ALLIANCE FOR CPA FIRMS

www.pcps.org

The Newsletter

Inside
3 Castellano, immediate
Jim
past AICPA Board chair,
offers guidance to small
and midsize firms for
coping with a changing
marketplace.
5
Some
states have followed
the lead of federal legisla
tors to “reform” the
accounting profession.
Read about what’s hap
pening in your state and
what role you can play
to protect your clients’
interests.
7Read about some of the
specific ramifications of
the Sarbanes-Oxley Act
and steps to take to com
ply with regulations
PCPS Update

6 Audit Risk Alerts
New
available →
Antifraud
Center opened →
New
business reporting
model →
Did you miss the
chance to network? Here
are a few more chances!

February 2003

of the

AICPA Alliance

for

CPA Firms

The Future of the Accounting
Profession
Barry Melancon, in his keynote address, looked
forward to the future, citing the six leadership roles
of the AICPA. In addition to its roles as a standard
he fallout from the public and political
setter and as “a liaison between market institutions
furor over corporate fraud poses many
and corporations, jointly shaping programs and
challenges to the accounting profession.
policies to guard the interests of investors, ” the
For many CPA firms, perhaps the most
AICPA has a research role, an educational role, a
daunting challenge is positioning themselves to
role in advancing the level of financial reporting,
continue to grow and be profitable in a landscape
and a role in “promoting strong governance
that, with passage of the Sarbanes-Oxley Act, is
and internal control systems.” (More detail
not clearly defined. Guidance on defining and
about these roles and related initiatives is in
navigating the landscape was the focus of a twoMelancon’s speech to the Yale Graduate School
and-a-half day Accounting Firm Leadership
of Management available on the AICPA Web
Forum, “State of the Profession—Preparing Today
site: http://www.aicpa.org/conferences/crisis_profesfor Tomorrow,” developed by the AICPA MAP
sion.htm.)
Committee. Almost 200 managing partners of
small and midsize firms heard many speakers
How did we get here?
offering observations on recent events affecting
Melancon’s call to look forward was echoed by
the profession and recommendations for coping
ex-Arthur Andersen chief executive Joseph
with the challenges.
Berardino who offered guidance on how the
Some speakers described programs that would
accounting profession could restore its positive
help restore clients’ and the public’s confidence in
image and help to prevent business failures.
the accounting profession and investors’ confidence
Berardino opened by saying, “I come before you in
in corporations. Other speakers addressed specific
humility, humbled by the loss of my firm.” Because
issues faced by CPA firms. In summarizing some of
he could be called to testify at civil trials involving
the forum sessions, we hope to provide some prac
Andersen, he avoided providing detail about
tical guidance for coping with current and future
Andersen’s demise. He did, however, offer a “big
challenges. For upcoming newsletter issues, we will
picture” of the five trends he thinks led to the cur
mine the MAP forum speakers for articles that will
rent credibility crisis.
help readers, whether they serve private or public
One trend was the expansion of the stock
companies.
market to include more Americans than ever
before, many of them unsophisticated about their
investments. Another trend was giving stock
Restoring credibility and confidence
At the start of the forum, AICPA President and CEO
options to company leaders. The packages were so

Lessons learned at the MAP Forum

T

lucrative that many leaders became self-serving. A third
trend was the increased power of the media,
which celebrated CEOs and earnings news, which, in
turn, pressured companies to outperform rivals. Fourth,
new investing risks were introduced with hedge funds,
driving a short-selling boom. The fifth trend: Investors
became wary of perceived conflicts of interest.
To restore confidence and credibility, Berardino
recommended the following steps:
1. Improve financial disclosures through simplifica
tion, sharing different information, and developing
key performance indicators.
2. Have audit committees examine the key risks
of the business. This should reduce risks to
the accounting profession and increase public
confidence.
3. Improve our detection of fraud.
4. Have outside people sit on companies’ advisory
boards to help CEOs manage better.
5. Replace the pass/fail orientation of audits with a
grading system.

A government perspective
David M. Walker, Comptroller General of the
Government Accounting
Office, offered his per
spective on the events
For a practical discussion of what CPA
that led up not only to
firms need to know about the new GAO
the Sarbanes-Oxley Act,
but also to the Gen
standard and its effects on firm practice
and the profession as a whole, read
eral Accounting Office’s
"Navigating the New GAO Independence
(GAO’s) new Auditor
Standards” by Tim Green, CPA, and
Independence Standard
Wayne Berson, CPA, which
has
for
audits
condu
been posted to the PCPS Web site:
cted under Government
Auditing Standards (the
www.pcps.org.
Yellow Book). Walker’s
discussion of the new
standards and his perspective on the accounting pro
fession are clearly set out on the GAO Web site
(www.gao.gov; click on “From the Comptroller
General,” then on “Integrity: Restoring Trust in
American Business and the Accounting Profession”).

FYI

A new business reporting model
Joseph Berardino cited developing key performance

indicators for financial disclosures as a step in restoring
confidence and credibility. Initiatives in support of such
efforts was the subject of “The New Business Reporting
Model” presented by Alan W. Anderson, AICPA Senior
Vice President—Member and Public Interests. According
to Anderson, the AICPA and the accounting profession
“must work to protect the public interest under current
reporting models” and also “must work to develop
approaches and programs to respond to demands for
assurance under ‘New Economic’ models.” The current
reporting model is no longer sufficient because it’s not
timely (It’s after the fact news); it’s not informative
enough; and it ignores many factors of performance.
Most attempts for change have been incremental and
address symptoms rather than the underlying problems.
Systematic change is needed, Anderson said. Now there
is a climate for change because performance measures
can highlight issues before they are seen in the financials.
The marketplace is already moving ahead with
reporting new information. Many companies, especially
petroleum companies, use sustainability reporting, for
example, which includes the reporting of health, safety
and environmental issues. Furthermore, Wall Street ana
lysts use and many companies report non-required
measures, many of which are nonfinancial measures.
Financial institutions, for instance, use performance
measures when reviewing loans.
Typical nonfinancial measures include quality of
output, customer satisfaction and retention, employee
turnover, employee training, research and development
productivity, environmental competitiveness, and com
pany-specific measures.
Companies are developing measures, Anderson said,
because accounting measures that are historically based
lack predictive power, reward the wrong behavior, and
focus on inputs, not outputs. Furthermore, current
accounting measures capture key changes too
late, do not focus on cross-functional processes,
and inadequately consider certain resources (for
example, intangibles). Anderson called on the account
ing profession to prepare for the convergence
of corporate readiness and CPA firm readiness
for the new business reporting model. (More on the
model is available at www.aicpa.org/download/ebrm/
ebrmAAnderson08O.pdf).
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Coping With a
Changing
Marketplace

companies, Castellano said, need to evaluate carefully
whether they continue that line of service because it’s
going to require a serious commitment and would
subject the firms to a regulatory risk in addition to the
market risk they’ve always had in auditing public compa
nies. But Castellano thinks there are several opportunities
for small and midsize firms. Publicity has caused the
public to focus more on the audit and to ask questions to
Whether or not they audit public com
get a better understanding of what an audit is. He said,
panies, small and midsize firms need
“There’s probably never been a better opportunity to
to be alert to events that will have an
raise the value of the audit service in the marketplace.
impact on how they provide services in Small and midsize firms should seize the opportunity. By
focusing on value, thinking of ways they can differentiate
the future. In a conversation with The
themselves in providing audit
Practicing CPA, James G. Castellano,
FYI
services, they can raise the value
of
the
audit
in
their
market

Immediate Past AICPA Chairman and
PCPS, an alliance of the AICPA, represents
place.” “You now move it from a
more
than 6,000 local and regional CPA
managing partner, Rubin, Brown,
commodity to a value-added
firms. The goal of PCPS is to provide mem
Gornstein & Co., LLP, St. Louis, pre
service,” he says.
ber firms with up-to-date information, advo
Castellano’s firm has done
dicted how CPA firms may be affected
cacy, and solutions to challenges facing
this by specializing i industries
their
firms and the profession. Please call
in the future and offered advice on
so that its audit professionals are
1-800-CPA-RRM for more information.
bow they can cope. The following is
very knowledgeable about and
can provide valuable suggestions to the client as a
based on that conversation.
byproduct of the audit. The firm has created an audit
approach that results in the audit team sharing their
mall and midsize firms should carefully observe
observations with management about what they’ve
the PCAOB (Public Company Accountancy
learned during the audit, namely strengths, weaknesses,
Oversight Board), its actions, and its decisions,”
and strategic questions that come out of the process of
advises James G. Castellano. Even though their
spending a few weeks deeply inside an organization.
practices won’t be directly affected if they are not
registered with the board, if they’re not doing public
Reallocating resources
company work, the likelihood of what Castellano calls
There are tremendous growth opportunities for small
“marketplace cascade” is very real. “I can imagine
and midsize firms, Castellano believes. The largest firms
various entities that aren’t subject to the PCAOB will
that are auditing public companies are reallocating their
follow its guidelines,” Castellano said. Such entities, he
resources to deal with increased business in the public
explains, would most likely be the more significant
company market. There’s an opportunity for small and
public interest entities such as financial institutions,
midsize firms to market themselves to privately owned
nonprofit organizations, and pension funds. Although
companies that might be served by firms that specialize
they are not considered public companies subject to
in public companies. He thinks there’s also an opportu
the PCAOB, they may be the first group to look to the
nity for small and midsize firms to approach what he
guidance of the PCAOB in their governance structures.
calls “the new market” of public company audit clients of
“Beyond that, we could expect that the marketplace
larger firms. Small and midsize firms can provide nonau
may drive some of these changes as they would relate to
dit services to some of those companies. Says Castellano,
nonpublic companies. Financial institutions that are
“They may not have had the opportunity before because
lending money to private companies, for example, might
those companies would have automatically looked to
begin imposing some of the requirements of the PCAOB
their audit firms for those things. Now Sarbanes-Oxley
in loan agreements and similar transactions.”
prohibits them from providing a number of services, and
Castellano adds, “I can also imagine accountants
audit committees may not automatically approve their
defending themselves in litigation being held to some of
audit firm for nonaudit services that aren’t prohibited. So
the standards that the PCAOB establishes even though
there’s a great opportunity for small and midsize firms to
they wouldn’t be applicable. My advice is ‘Don’t ignore it.
provide such services as benefit-plan administration,
Be a careful observer of what the PCAOB actually does.’ ”
internal audit assistance, valuation services, and
Small and midsize firms that audit one or two public
similar services.”
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Firms also ought to evaluate their risk management
“What we’re observing in the marketplace now are
‘capacity challenges’. All of Andersen’s public company
processes in their nonaudit services as well as audit
clients have been absorbed by the
services. Firms should be reviewing or establishing
largest CPA firms. Those firms have
conflict of interest policies. Do they actually have, for
Letters to the Editor
to allocate their resources to those
example, a policy as to whether they’d get involved in
very significant
engagements.
certain types of engagements? How do they ensure that
The Practicing CPA encourages its readers
Consequently, privately owned
those policies are being followed?
to write letters on practice management
companies previously served by
Firms need to have an independence monitoring sys
issues and on published articles. Please
those firms may fear that these
tem whether they’re serving SEC clients or not. Small and
remember to include your name and tele
capacity challenges will make it dif
midsize firms provide a lot of nonaudit services. They
phone and fax numbers. Send your letters
by e-mail to pcpa@aicpa.org.
ficult for the large firms to allocate
need to have a mechanism for a firm to approve those
the same resources as before.”
services in certain types of engagements. For example,
Therefore, Castellano believes, some
the General Accounting Office (GAO) has published its
small and midsize firms have opportunities to serve
own independence standards that affect small and mid
some of those privately owned companies.
size firms. The firms need to be sure that, before they
Another opportunity for small and midsize firms is to
provide certain nonaudit services, they won’t impair their
attract both experienced and entry level talent. Because
independence with those clients.
of their entrepreneurial nature, experienced talent may
Avoiding dependency
be frustrated by the regulations that they have to deal
with now in serving public companies. Serving private
Firms also need to establish safeguards against what
companies, then, is very attractive to those still interCastellano calls “dependency”—being overly dependent
ested in a career in
on the fees from a par
public
accounting.
ticular client. He says,
Small and midsize
“That begins with the
"No regulatory system, however stringent,
firms also have a
right tone at the top,
can provide against the consequences of human
tremendous opportu
and looking beyond
greed, folly, or corruption.."
nity to tell college
that, a firm should
students about the
have policies to iden
—Tim Yeo, shadow secretary for the U.K.
opportunities
they
tify the clients that
Department of Trade and Industry, speaking last week after
would have in work
might impose that kind
the
government announced new corporate reforms designed
ing on entrepreneur
of risk and then create
to curb corruption (BBC, January 29, 2003)
ial-owner-managed
safeguards to minimize
companies rather than
the risk.” Safeguards
public companies. “The
include having more
opportunity for them to differentiate themselves is
than one partner involved in serving the client, having a
greater than it has been in a long time,” Castellano says.
second partner review the engagement, and perhaps
having a special review or approval for any nonaudit
Ensuring quality and assessing risk.
services to that client.
We asked Castellano, “What would your firm do if it
“Along these lines,” Castellano continued, “firms need
was pressured by a client to go in a direction that it
to be even more diligent in determining who they will
shouldn’t go in?” He answered, “The obvious thing
work for. They need to have the appropriate client
we’ve learned is that professional service firms are very
acceptance and continuance procedures in place. They
fragile: A mistake or two in a highly publicized engage
need to do things beyond what we could have consid
ment can destroy an organization. So firms really have
ered in the past, even doing background checks on
to evaluate their risk management policies and proce
potential clients if they have come from unfamiliar
dures to protect themselves against a fatal flaw.
sources. Often, new business is referred by existing
Everyone’s going to make mistakes along the line, but
clients or by a lawyer or a banker that the firm knows
you want to be sure as best you can to protect the firm.
very well. But as firms grow, they’re contacted by busi
Castellano then described steps that a firm can take
nesses that may just become aware of them, so firms
to minimize risk. “It begins certainly with having the
need to check very carefully the backgrounds of compa
nies seeking their services to ensure they’re not getting
right tone at the top—with the leadership of the firm
emphasizing the importance of making the right deci
involved with a company that poses an unusual risk.
sions and that they will stand behind professionals who
And they ought to review their engagement letters in all
have to tell the client ‘no’.”
engagements.”
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Other significant legislation has been proposed in New
York, Washington, Minnesota, and New Jersey. Legislation
proposed in New Jersey would prohibit CPAs from pro
viding nonaudit services to privately held companies.
AICPA-sponsored research and work with state societies
indicates that a significant number of states expect a
cascade of federal legislation or other state activity that
will have an impact on the profession.
What to expect your state to do and
In January 2003, the
FYI
Committee released the first
what you can to do about it
edition of A Reasoned
Approach to Reform, which To find out what legislative activity may be happening
any events—economic, social, and politi
provides an overview of the in your state as a result of federal legislation,
cal—contributed to the passage of the
state issues related to the visit the "Overview of Accounting Reforms State
Sarbanes-Oxley Act. Although much of the
Sarbanes-Oxley Act. This Legislative Activity" on the AICPA Web site at
impact of the legislation still remains to be
http://www.aicpa.org/download/info/State_Accounting
document
seen, it is clearly far-reaching. One of the most disconcert
 is a resource to
_Reform.doc. You'll find a grid indicating which states
assist state
ing outcomes has been the acceptance of the standard
by legislators, regula
tors,
and
executive branch have accounting reform bills and other business-related
state legislators. Kathy G. Eddy, in her presentation, “The
officials in understanding the legislation proposed along with the bill numbers. The
Future of State-based Legislation,” to the AICPA MAP
state implications and com grid is followed by a summary of each bill by state.
Forum, November 11-13, 2002 in Phoenix, addressed the
plexity of issues associated
issue of this cascade effect, the adoption by states of laws
with
this new federal law. A Reasoned Approach to
and regulations similar to those enacted by the federal
Reform
is an evergreen document, and as issues develop,
government. In the past, new federal legislation has
the
Committee
will supplement this effort with other
become the template for parallel legislative or rule
timely
and
relevant
materials. This compendium of docu
changes at the federal and state levels that directly affects
ments
is
also
available
electronically on the AICPA Web
CPA firms and their small business clients. State account
site at www.aicpa.org .
ancy boards, the U.S. Department of Labor, the General
Such research is part of the AICPA’s response to the
Accounting Office (GAO), and state and federal bank reg
threat of the cascade effect through redeployment of
ulators have followed Congress’s and the SEC’s lead in
resources, collaborative efforts with state societies, and
adopting new laws and regulations for auditors of public
creation of the Special Committee on State Regulation.
companies. Auditors providing services to small busi
Kathy Eddy chairs this committee. Its mission is to
nesses are often subject to these laws and regulations.
provide input to the AICPA and assist states in addressing
After explaining what has led up to these state activities,
the
state issues and implications associated with
Eddy cited the statement of New York State Senator
Sarbanes-Oxley,
recommend positions to the AICPA
Kenneth P. LaValle to characterize how some states are
board,
and
draft
or
review materials to communicate the
reacting to the enactment of Sarbanes-Oxley and the cir
issues
and
the
positions
taken to states, the AICPA, and
cumstances that precipitated its enactment. LaValle said, “I
state
society
members.
PCPS
and MAP are represented on
have no problem with New York law being tougher than
the committee.
federal law, because we are talking about restoring faith
The AICPA will continue to communicate activities to
with the investing community.”
members and will assist state societies in addressing state
Turning the tide
legislative and regulatory issues. The Institute will
The AICPA and state societies are working to stem the
also work to assist with the implementation of the new
flow of cascading legislation that would limit growth
regulatory structure.
opportunities and have a far-reaching impact on small
businesses. Since January 2002, more than a dozen states
Playing your part
have introduced approximately 30 related bills. Twenty
CPA firms can play a part in this effort. To do so, Eddy
bills directly affect the accounting profession, posing a
advises members to contact their state societies to find out
threat to state uniformity.
ways they can help to communicate and educate
In September 2002, California was first to enact legisla
legislators, clients, and the public by delivering the
tion. Among other provisions, the bill prohibits account
message about how the profession got to this point and
ants from being employed at companies where they have
that this is not just a large firm issue. CPA firms should
worked on audits within the last year and calls for a
involve the business community, educating them on the
majority of non-accountants on the Board of Accountancy,
potential impact of legislation and regulations. “Ask for
making California the first state to have a public member
their help,” she says, for businesses could be impacted
majority.
greatly if these, laws or rules are adopted.

The Future of
State-Based
Regulation

M
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A Goldmine of
Guidance
More lessons learned at the MAP
Forum
Guidance on specific ways to cope with the many chal
lenges faced by the accounting profession was offered in
several sessions of the Accounting Firm Leadership
Forum “State of the Profession—Preparing Today for
Tomorrow” (see the article beginning on page 1).
Throughout the Forum, sessions expanded on the
broader topics discussed earlier, addressing them with
practical guidance.
Challenging increased risks
Accounting firm liability was the subject of the presenta
tion of lawyers Dan L. Goldwasser, partner in Vedder,
Price, Kaufman & Kammholz, New York City, and Scott
M. Univer, general counsel, BDO Seidman, LLP, Chicago.
They covered a lot of territory, including warning that
the insurance market is getting tighter. Goldwasser pre
dicted that reforms will have a dual effect: They will
enhance practice, but will create more traps for the
unwary. The new reforms will widen the chasm between
SEC and non-SEC practice. Consequently, some insurers
won’t insure SEC practices, policies for SEC practices will
be different, and rate differentials will increase.
After outlining the impact of specific reform propos
als, Goldwasser offered defensive measures. In general,
he thought that firms will have to give up marginal SEC
practices or merge, citing partner rotation provisions in
the Sarbanes-Oxley Act as a driver of this trend. In
addition, because the stakes are going up, firms will have
to ensure greater care, select and retain clients
more carefully, and put more time and effort into the
review process.
“A firm can’t be too careful,” Goldwasser concluded.
The accounting profession is entering a period of high
claims. Sarbanes-Oxley has changed the regulatory envi
ronment, the Enron-Andersen situation has changed the
litigation environment, and the stock market collapse has
changed the insurance environment.

the text of the law, and look at the definition of the term
issuer. This is critical to understanding the implications
of the law’s applicability to your firm. Castellano also
emphasized talking with firm counsel about your con
nection with issuers.
Castellano offered considerable guidance to help
practitioners manage the risks they face even if they
don’t serve public company clients. (See page 3 for a
more detailed discussion.)

Setting the tone at the top
Although many of the speakers offered specific and
practical guidance for navigating the current undefined
landscape, speakers also recognized that CPA firm lead
ership needed to set the tone at the top. In, “Herding
Cats: Establishing Partner Boundaries,” the session pre
sented by Bob L. Bunting, chair of Moss Adams, Seattle,
and William R. Pirolli, managing partner, Pirolli, Deller &
Conaty, CPAs, Warwick, Rhode Island, firm leaders were
advised not only to set an example, but also to supply a
moral compass. Although it helps to start with good raw
material, the firm leadership can teach moral courage.
Employees who need guidance can be isolated. Through
consultation and teaming, they can be led to demonstrate
the moral courage needed. Bunting cited the usefulness
of Maslow’s hierarchy of needs as a teaching aid (see
sidebar on page 8).
Bunting also cited “Moral Courage: a White Paper” by
Rushworth M. Kidder and Martha Bracy, a “must-read”
paper posted on the Web site of the Institute for Global
Ethics (www.globalethics.org).
As Castellano did earlier, Bunting discussed the need
for a process for acceptance and retention of clients that
minimizes the risk of problems that may arise as both the

continued on page 8

How to Access the
Sarbanes-Oxley Act
To get the full text of the Sarbanes-Oxley Act, visit the

AICPA Web site (www.aicpa.org): Look at the "Spotlight
Area" on the upper right side of the page and click on
"Sarbanes-Oxley Act/PCAOB Implementation." Then,

under "Background Documents," click on "Full text of

Sarbanes-Oxley Act"
More Q&As about Sarbanes-Oxley are available on

Read the law
James Castellano, Immediate Past AICPA Chair, followed
Goldwasser and Univer with his “Perspective on the Firm
of the Future.” One very important message Castellano
had for all CPAs concerning the Sarbanes-Oxley Act was
“Read the law.” Castellano cautioned, “Don’t take sum
maries as ‘the law.’” Instead, go to the primary source,

6 The Practicing CPA
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the PCPS Web site (www.pcps.org): Look to the upper

right hand comer for "Stay Up to Date on the Sarbanes-

Oxley Act of 2002." Under that head, click on *PCPS
Resource Center" to get to a live audio of a conference

call on the Act or to summaries of related questions

and answers.

PCPS

THE AICPA ALLIANCE FOR CPA FIRMS

Update
Audit Risk Alerts
Now Available on
PCPS.org

tional materials, training, and news
on recent developments as well as
links to supporting products and
services that can be ordered
through CPA2Biz.com. Fraud is an
important issue for CPA firms of all
sizes to address — although the
focus in the media has been on
the nation’s largest companies,
small firms are targets as well.
Small companies who are victims
of a fraud scheme lose an average
of $127,500. PCPS member firms
should find these tools helpful to
clients and prospects.

Inaugural Small
Firms Networking
Meeting a Success!
he first meeting of the

T

MAP Small Firm Net
work Group, held in
Atlanta on December
9-10th, 2002 was a resounding
success. Participants from 26 CPA
firms discussed such issues as: the
impact of Sarbanes-Oxley on small
firms; mergers and alliances; and
growing beyond tax and account
ing. For more information on
Network Group Meetings, read
on...

CPS has posted a new
Audit Risk Alert and a
Compilation and Review
Risk Alert from the
AICPA in the “Member’s Only”
section of www.pcps.org.New
Risk Business
Alerts are published annually and
Reporting Model
are intended to provide auditors
Mark Your Calendar!
of financial statements with an
he
AICPA’s
longoverview of recent economic,
he PCPS MAP Net
awaited new business
industry, regulatory, and profes
reporting model is
working Groups are
sional developments that may
underway. Using the
planning their spring
affect the audits they perform. As
current financial reporting system
meetings. These Net
we approach a busy time for
as a foundation, the new model
work Group meetings provide a
auditors, these reports offer valu
will encompass five fundamental
forum for in-depth practice man
able insight on issues of concern.
elements: reliable systems to
agement discussions and an
The Risk Alerts are free to all
collect and analyze information;
exchange of information on firm
PCPS members. If you have any
industry-specific financial and nonoperations and professional issues.
questions about logging onto the
financial performance measures;
Each group is tailored to a specific
“Member’s Only” section or
better quality disclosures written in
firm size so that members can take
would like to request a hard
“plain English”; corporate account
advantage of the valuable knowl
copy, please call 1-800-CPA-FIRM.
ability; and real-time distribution of
edge and experience of their col

P

T

information. Representatives from
PCPS are serving on a special com
AICPA Launches
mittee established by the AICPA
Board of Directors to build a
Antifraud Center
migration plan for moving the ele
he AICPA recently
ments of the current model to the
launched an online
online, real-time business reporting
resource devoted to the
framework. As relevant resources
prevention, detection
become available, you will be able
and investigation of tofraud:
access them through the PCPS
the Antifraud and Corporate
Web site — www.pcps.org. For
Responsibility Resource Center,
more information on the new busi
which you can access through
ness reporting model, please see
www.pcps.org. The new center
the cover of the December CPA
offers technical literature, educa
Letter, where it is explained in full.

T

T

leagues and share their own
problems and solutions. Meeting
dates and locations are:
• Small Firm Network Group (1-9
CPAs) — May 1-2 in New York
City
• Medium Firm Network Group
(10-24 CPAs) —June 19-20 in
New York City
• Large Firm Network Group
(25-49 CPAs) — May 5 in
Chicago
Call Marisa DeCongelio at
1-800-CPA-FIRM for information
or to register.
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continuedfrom page 6— Goldmine
client and the partner reach a certain comfort level. To
avoid the risks that can arise in these situations, Moss
Adams follows a process wherein each year they identify clients with the highest
risk. They evaluate the
FYI
client’s riskiness based on
On January 22,2003 the SEC
many factors, for exa
approved the rules on retention
mple, financial perform
of records relevant to audits and
ance; whether the client’s
reviews. The adoption of Rule
industry is within the firm’s
2-06 of Regulation S- A summary
talent’s expertise; change in
of the rules is available at
management; shareholder
www.sec.gov/news/press/2003friction; and many others.
11.htm.

Looking ahead
To help CPA firms cope
with the changing landscape, future issues of this
newsletter will have articles on the various other topics
covered at the forum, including practice management
strategies, niche services and practice groups, partner
compensation, dealing with risks, succession planning,
accounting firm technology, managing the media, and
serving public companies.

Maslow's Hierarchy of Needs as an Aid to
Teach Moral Courage
American psychologist Abraham Maslow (1908-70)
developed a theory of motivation describing the
process by which an individual progresses from

basic physiological needs such as food and shelter
to the highest needs of what he called self-actual

ization, the fulfillment of one's greatest human
potential. In the session "Herding Cats: Establishing
Partner Boundaries," Moss Adams chair Bob L

Bunting, used Maslow's theory as a basis for set
ting expectations and motivating employees to act

with moral courage.

•

Physiological: You can't work here without it.

•

Safety: Stay out of court or at least jail. Your
income will be protected.

•

Social: Partners, staff, and family will shun you if
you violate our moral code.

•

Esteem: The community will judge you by the
company you keep.

•

Self-actualization: Take pride in your professionalism.
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